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EDITORIAL NOTE 


The April-May issue Tax “Tax Limits and Tax Leakages” 
called attention numerous tax leakages our state and local revenue sys- 
tems. The article “The Fee System Tax Collection Pennsylvania” 
this issue Tax offers striking evidence particularly glaring ex- 
ample tax leakage. Although this article relates only Pennsylvania, the 
practice unfortunately not confined that state. 

Because long standing interest and concern with this problem, the 
editor invited Mr. Mitchell Hunt, Research Associate for Regional Affairs, 
Bureau Municipal Research and Pennsylvania Economy League (Eastern 
contribute frank appraisal the Pennsylvania system. Mr. Hunt 
experienced student local government and has been close observer 
the Pennsylvania scene for almost ten years. submitting his article, Mr. 
Hunt made the following observation: 

glad provide some background the fee system tax col- 
lection, which vital part administrative system which has roots deep 
Pennsylvania history. should made clear that remarks are directed system 
and not individual tax collectors, many whom capable and highly efficient 
job performing important task, spite the fact that they are the victims (in 
some cases, though the beneficiary others) most inefficient system prescribed 
state law. Any comments with respect politicians, also, should not construed 


derogatory the many (but not enough) who have labored diligently, and some 
instances fruitfully, improve the conditions described this article. 


believe that members the Tax Institute will find this issue par- 
ticular interest and value. 

For the second time this year' are indebted outstanding govern- 
mental research organization for highly pertinent current material used Tax 
making this acknowledgment wish call attention the con- 
scientious and hardworking research that are doing front line 
service the cause more efficient and more economical state and local gov- 
ernment. The emergence during the last few decades scholarly governmental 
research organizations supplanting the old-fashioned slogan-shouting taxpayer 
groups has brought about tremendous strides toward more economical and 
more efficient government. 


Municipal Research Bureau, “Boston Redevelopment Contingent Tax 
Agreement,” Tax XXVI (January, 1959), 3-8. 

Directory listing several hundred such organizations published the Govern- 
mental Research Association, Inc., 684 Park Avenue, New York. The GRA the pro- 
fessional association governmental researchers. 
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unfortunately true that some states tax collectors have “sticky fingers” 
—not the sense that they are dishonest and fail report all they collect, but 
because undue portion the taxes collected does not serve the purposes for 
which the taxpayer expects used—to educate children, maintain streets, 
protect life and property, and finance the other services which government 
provides. many cases unreasonably large portion tax revenues remains 
with the tax collector, returned him his fee for collecting the bill. 
This what has become popularly known “the gravy.” And can rich 
gravy—in Pennsylvania alone this excess compensation estimated run into 
millions dollars. 

Small wonder that recent writer the evils the fee system com- 
pensating government employees could point Pennsylvania “the nation’s 
outstanding fee 


How THE FEE SysTEM DEVELOPED 


There was time, during the days when the United States was becoming 
established nation, when the office tax collector Pennsylvania was 
not viewed with great anticipation. the late eighteenth century and the 
early half the nineteenth century, local tax collectors were appointed an- 
nually for what was some ways unpleasant chore, and any person tapped 
for the job could avoid the assignment paying fine. Once having served 
paid his fine, person could not required serve tax collector again 
for period ten 

That the tax collection process did not operate too smoothly the old days 
evidenced act the state legislature which authorized county treas- 
urers compel local tax collectors turn the taxes they and 


Lader, “The Fee System Gravy,” National Municipal Review, XLVII, 
(September, 1958), 


April 11, 1799. 
March 24, 1786. 
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numerous special laws enacted permit tax collectors released from 

While these may present only amusing memoirs antiquity, they still 
contain elements which have shaped the tax collection laws Pennsylvania 
today. For example, act April 11, 1799, provided that the tax collectors 
would paid commission per cent all monies collected—a provision 
which with some modification exists today. 

one traces the history tax collection procedures Pennsylvania may 
well first understand the changing pattern local government which 
the procedures were adapted. 


SYSTEM 


Until 1776, Pennsylvania was operated provincial government under 
provincial charters. that year Pennsylvania adopted its first Constitution 
Commonwealth. From that date until 1874 local governments were organ- 
ized and operated substantial measure special acts the state legisla- 
ture. Originally, the basic structure local government included only counties 
which were subdivided into townships, and few cities and boroughs were 
chartered special acts the legislature. 1834, the legislature provided 
general procedure for the creation boroughs. 1874, Pennsylvania adopted 
its present Constitution, which among other things deprived the state legisla- 
ture the privilege passing special legislation with respect the organ- 
ization and operation local government. 

Under the Constitution acts regulating the affairs counties, cities, 
townships, wards, and school districts had general nature applicable 
all political subdivisions the same type. The legislature then followed sys- 
tem classifying municipalities into population groups avoid the stigma 
special legislation, though constitutional “ground rules” for such classification 
were established until 1923 when the Constitution was amended permit 
such classification. 1874 the legislature provided three classifications cities 
which all Pennsylvania cities except Philadelphia, Pittsburgh, and Scranton, 
were termed cities the third class and the organization and operation 
cities the third class was established one general law. 1899 the legisla- 
ture provided for division townships into two classes—townships with 
population 300 more persons per square mile were defined townships 
the first class with separate code laws, and the other townships were 
defined townships the second class. 

During the nineteenth century public school system was established 
Pennsylvania, operated boards school directors. School districts were 
established separate taxing jurisdictions, with boundaries largely cotermi- 
nous with the various cities, boroughs, and townships. The laws public edu- 


example, Acts April 19, 1794, and September 22, 1794. 
Article III, Section 
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cation were consolidated and codified Poor relief was responsibility 
local townships until after 1790 when was gradually shifted the county 
government. 1937 the legislature established each county institution 
district, separate taxing jurisdiction, and eliminated poor relief function 
city, borough, and township government.’ 

This, briefly, the background pattern local government which 
1950 found Pennsylvania with cities (47 them being so-called third class 
cities), 940 boroughs, first class townships, 1,513 second class townships, 
counties (including the county Philadelphia which was combined with 
the city Philadelphia 1951), institution districts, and 2,666 school dis- 
tricts—a total 1950 5,362 separate taxing districts and units local gov- 
ernment.® 


Tax ASSESSMENT 


also well describe general terms the type taxes which the 
counties and other local taxing districts levy and which the tax collection 
laws apply. Generally speaking, until 1947, local governments were greatly 
limited the subjects which could taxed. Traditionally, taxes were limited 
primarily real estate and occupations. Counties were permitted levy 
restricted type personal property (primarily securities, except for certain 
types specifically defined nontaxable). was the responsibility assessors 
specify the persons, occupations, and property subject taxation and place 
assessed value the property occupation. The assessors were tradi- 
tionally elected the voters each township, ward cities and boroughs. 
The county commissioners were gradually given power revise the assess- 
ments made the local assessors. 

Except the large counties Philadelphia and Allegheny, until 1905 super- 
vision assessments throughout the counties was the responsibility three- 
man board county commissioners (the governing board Pennsylvania 
counties) and all assessors were elected the townships, boroughs, and cities. 
1905 (P.L. 47) boards assessment and revision taxes were established 
third class counties (presently those with populations between 250,000 and 
800,000 and comprising only six Pennsylvania’s counties) and the boards 
assessment and revision were authorized divide the counties into assess- 
ment districts and appoint assessors. the remaining counties (excluding 
Philadelphia and Allegheny), the assessors are still locally elected officials, 
although the authority for preparing the final assessment lists which taxes 
are levied the responsibility the county commissioners. 1951 (P.L. 
2138), the authority the county commissioners over assessments these 


P.L. 2017. 


Pennsylvania one the eight states indulging more than 5,000 local units. 
These eight states account for approximately per cent all local units the 
country. 
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counties was greatly strengthened, the responsibility for setting the assessed 
valuations was shifted from the locally elected assessors county assessor 
appointed the county commissioners, and the county commissioners were 
mandated prepare modern system property maps, indices, and property 
lists, and prescribe uniform county-wide ratios assessed actual values for 
real property. 

While considerable improvement still possible and desirable with respect 
Pennsylvania’s system assessment, important for the purposes this 
paper merely indicate that the assessment function centralized the 
county level. Except the cities (which may have separate real estate assess- 
ments for city and school purposes) all valorem taxes are levied the as- 
sessed valuations established the county level. 

1947, the legislature permitted the local governments levy taxes 
wide variety subjects not already taxed the state. These are the well- 
known “Act 481” taxes which are not included within the restrictions the 
general tax assessment laws and not have collected local tax collec- 
tors. This discussed more detail below. 


Tax COLLECTION 


Tax collection laws developed through conglomeration local acts apply- 


ing different ways different types municipalities. was not until 1945 
that the legislature attempted consolidate all the various tax collection 
laws into one package with the enactment Local Tax Collection Law (P.L. 
1050, 1945). While this law repealed about laws dating back 1834, 
continued the many existing procedures operation the time its adoption. 
With minor exception, provides the legal framework for local tax collection 
Pennsylvania today. The Local Tax Collection Law does not apply the three 
largest cities (Philadelphia, Pittsburgh, and Scranton) nor the school dis- 
tricts those three cities, nor the two largest counties (Philadelphia and 
Allegheny). There are also about ten counties which are authorized under old 
local laws collect county taxes directly from the county treasurer’s office in- 
stead through locally elected tax collectors. With these few exceptions, the 
comments which follow apply the pattern local tax collection Pennsyl- 
vania. This the pattern for the tax collector’s “paradise.” brief chronology 
(see Appendix) indicates how grew. and the feeble efforts correcting its 
abuse. The chronology divided into two parts, one indicate the organiza- 
tion (Appendix and the second show the method compensation 
(Appendix B). 
Wronc 

From this brief outline, may observed that little has been done 
upset the status quo the evolution the tax collection system over the 
past 125 years. There has been trend eliminate duplicative handling the 
tax collection process concentrating the tax collection function for all taxing 
units one office each township municipality. Unfortunately, from func- 
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tional standpoint, the wrong approach. The assessment property for taxa- 
tion has for many years, and properly so, been function county assessment 
office. The preparation the basic records for property taxation and the prep- 
aration the assessment lists the responsibility county office. Further- 
more, unpaid real estate taxes are “returned” the county the end the 
current tax year liened against the property. would relatively simple 
matter for the property tax bills prepared and mailed the county office, 
the payments made the county, with the county returning each taxing 
jurisdiction its share collections. Such system should permit: 


Maximum utilization efficient machine methods (which many cases are 
costly for the small taxing districts, but highly economical large volume opera- 
tions). 

considerably reduced requirement for personal services expenditures, with 
the work performed experienced, full-time salaried personnel, much lower 
unit cost. 

professionally competent annual audit made one office. The present un- 
satisfactory alternatives are either expensive professional audits many 
offices single county, ineffective lay audits. 

tremendous reduction the number audit reports now required 
made and filed municipal, county, and state offices. 


This news most the United States where such practice has been 
followed for years. There conclusive evidence that the Pennsylvania system 
excessively costly and wasteful. Research has demonstrated that the costs 
collection for Pennsylvania counties have ranged from two eight times 
much the neighboring state Ohio where the county system followed. 
And even Pennsylvania, one county (Chester) the Philadelphia metropoli- 
tan area collects its county and institution district taxes directly from the county 
office less than half the cost paid adjoining counties where the 
county taxes are collected through the local This possible Ches- 


ter County one some ten counties which retain this right under old local 
laws. 


STEPS 


Two relatively recent legislative actions the right direction are worthy 
note. One the Act 1947 (P.L. 1145) which permits the wide variety 
local taxes levied under this act (Act 481) collected any official the 
taxing jurisdiction may appoint for this purpose. some cases the local tax 
collector given the job, but the taxing authorities have discretion assign 
any official office which may best equipped the job. many cases 
this some official other than the elected tax collector. This exception the 
customary practice tax collection bitterly resented many tax collectors 
and constant pressure exerted have the Act 481 taxes funnelled through the 


Municipal Research and Pennsylvania Economy League (Eastern Divi- 
sion), “Let’s Get Rid Wasteful Tax Collection Methods,” Citizens’ Business, No. 2,170 
(November 10, 1958). 
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local tax Fortunately, this pressure counteracted other 
organized 

The other forward step the Act 1947 (P.L. 1249) which authorizes the 
county commissioners county board revision taxes collect the county 
personal property taxes directly rather than through the local tax collectors. 
While little action has been taken the county officials yet implement 
this procedure, the responsibility adopt administratively efficient and econom- 
ical procedures clearly lodged where belongs—on the taxing jurisdiction. 
legislative action necessary correct the present abuses and excessive cost 
personal property tax 


COLLECTION 


While tax collectors admit that some cases the cost tax collection ex- 
cessive (in some other jurisdiction), they defend the system local 
tax collection. They argue that the basic reason for excessive costs the 
high fees paid what they term few instances. Without granting the truth 
the argument, there truth the admissions about excessive fees. appro- 
priate this connection turn the second phase chronological review— 
the method compensation (Appendix B). 


From this chronology will observed that the general pattern compen- 
sating tax collectors hinges around the magic per cent collections dating 


10In this respect the Legislature must careful avoid not only direct approach 
but also indirect approaches this end. For example, House Bill No. 1904, 1959 General 
Assembly, proposes indirectly that all taxes any nature whatsoever collected 
the tax collectors. This would include Act 481 taxes and would also tend repeal 
(through indirection) general and special acts that provide alternatives, thereby forcing 
all county taxes funnelled through the local tax collectors and eliminate the pres- 
ent “odious” (to the tax collectors) comparisons the relatively lower costs collection 
those counties which presently collect their taxes directly rather than through the 
local collectors. Such intent not made clear but legal grounds for such interpretation 
would present. 


example, the following resolution the Blair-Huntingdon-Bedford County 
Boroughs’ Association appears the March, 1959, Bulletin the Pennsylvania State 
Association 


Whereas it has been reported that the Local Government Commission is now considering a measure 
whereby the elected tax collectors would, without the approval or consent of the locally elected gov- 
erning \ sme be empowered to collect all taxes enacted under Act 481, including the earned income 
tax, an 

Whereas many boroughs and other municipalities have long appointed their own Act 481 receivers 
of taxes who have served to the satisfaction of the governing bodies, and these various receivers of 
taxes have now built up records, files, and a familiarity with their duties, so they serve efficiently 
and economically, and 

Whereas many of these boroughs maintain offices and regular office hours which are more convenient 
to the public than those maintained by the elected tax collectors, and 

Whereby any action by the General Assembly to restrict the prerogative of the appointment by the 
local governing bodies would be an infringement of home rule and consequently not in the interest 
of efficient and economical good service to the local communities, Now therefore be it Resolved, by 
the Blair-Huntingdon-Bedford County Boroughs’ Association, that we oppose any such action. .. . 


The local tax collectors when “cornered” the excessive costs collecting and 
the fee system payment take refuge the excuse that the system imposed the 


legislature and they must abide the law—ignoring the fact that the law deliber- 
ately maintained their insistence. 
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back least 1799, though alternately lowered and raised, and the pres- 
ent time grants taxing jurisdictions discretion setting the rate within the per 
cent limit. The one exception the third class cities where the tax collector 
the city treasurer and must paid salary basis; however, there are only 
third class cities Pennsylvania and together with their school districts they 
comprise less than per cent the over 5,300 taxing jurisdictions 
vania local government. Under present tax collection law, the treasurer first 
class township may paid salaried basis for collecting township taxes, and 
school boards may compensate the tax collector salaried basis for collecting 
school taxes first class townships, second class townships, and boroughs, but 
the prevailing practice the fee system which mandatory for second class 
townships and boroughs, and the predominant system compensation all 
but third class 


Tue “PARADISE” 


addition the commissions, tax collectors are entitled have the inci- 
dental expenses stationery, postage, etc., paid the taxing jurisdictions. 
Other expenses relative office space, assistants, etc., are, except third class 
cities, supposedly absorbed the tax collectors from the commissions they re- 
ceive. Until 1933 (P.L. 103) second class townships, tax collectors were 
privileged withhold from their collections the amount their fees and ex- 
penses. The same privilege extended tax collectors first class townships 
and boroughs. This practice has now been abolished Pennsylvania; the Local 
Tax Collection Law 1945 (P.L. 1050) requires tax collectors turn all 
collections and receive payment for their commissions and expenses from the 
taxing jurisdiction. They are also required file detailed annual report 
their collections, compensation, expenses paid the taxing jurisdictions, and 
expenses paid out their commissions. Examination these reports discloses 
some strange and wonderful things. The latest study the matter come 
our attention was conducted John Gerfin and the reportorial staff the 
Philadelphia Bulletin the spring 1959. Gerfin examined the reports filed 
the tax collectors the three Philadelphia suburban counties Montgomery, 
Delaware, and Bucks. His findings were reported the Sunday Bulletin 
May 17, 1959. 

money time for tax collectors,” reads the report. “Some 160 borough and 
township officials suburban Philadelphia are engaged pleasant annual 
chore—whacking million dollar melon. The officials are the tax collectors 
the melon their share the yearly tax receipts the three counties. 
Last year the tax collectors’ share came resounding $1,231,289.” 

Tax collectors for several the boroughs and townships the three sub- 


should noted that any change compensation rate, unless agreed the 
tax collector, must take place prior his election. Thus, any jurisdiction wanted 
change the rate immediately after the tax collector was elected, could forced 
delay such action for four years. 
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urban counties reported gross income over $30,000, the highest being over 
$48,000 Upper Darby Township. Local tax collectors are quick point out 
that the gross income figures are highly misleading—they cite that considerable 
expense has borne out their own pockets, such office help, office 
costs, telephone, automobile, etc. The law does not provide any specific restric- 
tions these expenses. The tax expenses are his own affair subject 
effective supervision. Examination the type “expenses” shown 
deducted included such items “Association Dues,” $337; “Good Will,” $375; 
“Contributions,” $399; “Miscellaneous,” $320. The crowning example listed 
was the report one collector Delaware County who showed 
expense “Income Tax,” $3,689.26. One tax collector interviewed reporters 
was quite candid commenting upon expense items, though preferring 
remain anonymous for obvious reasons. some jurisdictions, stated, the 
tax collector operates out his home, puts his wife some other member 
the family the expense account, and what makes almost clear profit. 
Even after deducting the expenses reported tax collectors the three sub- 
urban counties, tax collectors showed remaining net income ranging 
$27,438. Gerfin points out that, contrast, the mayor Philadelphia received 
salary $25,000 and the city treasurer Chester (population about 
who collects the taxes that city, was paid flat salary $8,500. One tax 
collector agreed accept flat fee $5,000 for collecting school taxes his 
township, pointing out that his predecessor had received $11,392 for collecting 
school taxes fee basis 1956. (It appropriate observe that this col- 
lector was candidate for higher political 

The many examples excessive compensation should not, all fairness, 
expanded imply that such typical the fees all tax collectors. Particu- 
larly rural areas, which make large proportion the land area 
Pennsylvania, many tax collectors not receive sufficient monetary compensa- 
tion make the job greatly attractive—yet the cost collection terms 
the ratio cost the amount collected greatly excessive due the in- 
efficiency and wastefulness having large number local collectors doing 
small bits the job which could better handled one county-wide col- 
lector. 

Not the least the problems appraising the excessive costs 
vania’s tax collection system that obtaining accurate information. Even 
with the mandatory reporting system now effect Pennsylvania, the latest 
study tax collection costs Pennsylvania state-wide basis, and 
state agency responsible for receiving the annual reports each individual tax 
collector, contains this word caution: “It should emphasized that all the 
information taken from the annual reports has been taken its face value 
with attempt verify its accuracy. 


Pennsylvania Department Internal Affairs, Analysis Local Tax Collection 
Costs Pennsylvania, Harrisburg, 1958. 
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The precaution well taken, for those more directly familiar with the col- 
lections and costs reported some the municipalities cited the report are 
aware that the costs have not been fully reported. 

Even so, the authors the Department Internal Affairs report concluded 
that 


the weight the evidence indicates that the cost collecting local taxes most 
Pennsylvania political subdivisions extremely high. The comparisons among the 
various municipalities have shown that, for the most part, there reasonable rela- 
tion between the amount taxes collected and the cost that collection. Too, has 
been established that there definite lack uniformity the compensation col- 
lectors engaged comparable work. similar lack uniformity has been indicated 
with regard the amount administrative expense incurred tax collectors per- 
forming equivalent duties.15 


this connection well look back what probably the most thor- 
ough and extensive study tax collection Pennsylvania, prepared 1932 
Blake Nicholson, then Assistant Professor Business Law, University 

Nicholson made the following comments, which with minor exceptions are 
probably true 1959 1932: 


Under such highly complicated and decentralized system tax collection, with the 
items expense scattered through the records more than five thousand taxing dis- 
tricts, impossible for any one show even the total direct cost collecting local 
taxes for the State whole. The present method well calculated keep the 
taxpayer the dark the total amount money actually expended, and every 
attempt throw light the subject vigorously opposed those who are benefiting 
under the present system. The writer, gathering information from all parts the 
State, discovered that most authorities were quite willing furnish all facts and figures 
their possession, with the exception those pertaining costs. few cases false 
figures and estimates were given order prevent the truth from being 


Nicholson, like many who have studied the matter before and after his monu- 
mental work, concluded that the tax collectors should paid straight 
annual salary. Among the reasons for this, addition the potential reduction 
costs, cited the following: 


enables the taxpayer know how much the tax collector actually receives for 
his services. Where commissions are paid and the collector employs his own help, and 
pays his own expenses, impossible for any one actually ascertain what compensa- 
tion the collector really receives. Every taxpayer entitled know what his local 
officials are being paid. the present time many collectors are able hide their ac- 
tual incomes claiming that the bulk their commissions are consumed office 
expenses. The public entitled know what deputy collectors, clerks, and assist- 
ants are paid, but under the fee system this information not forthcoming since the 
collector legally pays his help out his own pocket and cannot required divulge 


Blake Nicholson, Collection Local Taxes Pennsylvania, Special Bulletin 
No. Harrisburg: Pennsylvania Department Revenue, 1932. 

220. 
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their salaries. the result the present system many the tax clerks and assistants 
not consider that they are servants the people, paid with the people’s money, but 
rather that they are the private employees the tax collector and under obligation 
the taxpaying 


And finally Nicholson puts his finger directly the reason why Pennsylvania 
the “nation’s outstanding fee paradise.” 

The salary method paying the tax collector and his assistants would tend break 
down the present system whereby the tax collector, because his enormous fees, be- 
comes political power the community. The work collecting local revenue should 
solely business proposition and the collector should attend solely that business 
the same were employed private individual corporation, collect 
outstanding accounts. tax collector does not represent the people any real 
sense the word, has little discretion regard his work, and should re- 
moved far possible from political influence. Nevertheless, the matter stands 
today, many communities the tax collector political power, principal contrib- 
utor his party’s campaign chest. .19 


So, here, clearly stated, the reason why Pennsylvania “fee paradise.” 
While one may talk enthusiastically about the potential savings millions 
dollars which are badly needed for maintaining schools and other govern- 
mental services, such savings would come about only the expense po- 
litical parties millions dollars political patronage. What political party 
does not relish addition personal services, the cash contribution which 
rolls automatically, with little effort, with campaign expenses, and little 
scrutiny! 


fair ask the people Pennsylvania are willing accept this diver- 
sion and perversion their tax monies lying down. The fact that the present 
system still exists spite strenuous efforts responsible civic agencies over 
period some years may indication that they are. Between 1920 
and 1930 number careful studies were made legislative commissions, 
the Pennsylvania State Chamber Commerce, and the Pennsylvania League 
Women Voters. All studies were unanimous the conclusion that the old 
system locally elected tax collectors had go—it was exorbitantly expensive, 
inefficient, and outmoded. was recommended that county collection system 
established the county treasurer’s office and that the treasurer and all 
assistants paid salary basis. several occasions during this decade 
bills were introduced with strong executive and legislative leadership and with 
popular support. Most the bills were consigned legislative committees 
where they could conveniently buried; few that were reported out were 
resoundingly defeated. 


249. 
250. 
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The business tax collection Pennsylvania the politicians’ business and 
the politicians have the vote. They are strong!y aided what one writer 
termed the “sinister influence well organized lobby assessors and tax 
They also raise the shining shield “home that 
any movement centralize the collection taxes the county level would 
violent blow against home rule. (The versatility this slogan may 
indicated the opposition municipal associations, cited previously, 
attempts the tax collectors have the Act 481 take levied local taxing 
districts pass through the tax collectors’ hands.) The “home rule” argument, 
course, ridiculous. The position elected tax collector perform routine 
administrative and clerical tasks has bearing home rule—in fact, con- 
tradiction home rule the resolution the Blair-Huntingdon-Bedford 
County Boroughs’ Association (cited above) clearly states. 

The tax collectors are quite blatant their organized strength. Nicholson 
cites his report letter September 13, 1930, addressed the secretary 
the Pennsylvania Tax Collectors’ Association his army collectors: 

Dear Tax Collector— 

The next sessions the Legislature will convene the first Monday January, 
1931. had hard fights the past beat the organizations opposed the tax 
collector but predict now that will have our greatest fight the coming session 
the Legislature. You would surprised the organizations being formed change 
the system collecting taxes. Will you attend meeting when send call out 
better yet could you get your collectors together now and form county organization 
and elect delegate two represent you meeting when called. must 


fight hold our jobs and must also fight for some laws have now, repeal other 
laws and fight for new ones. This important, let hear from 


the battle continues. The Doylestown (Bucks County) Intelligencer re- 
ports its news columns October 1958, the heading Men Organize.” 
“Twenty-four the collectors [45%!] the county attended meeting and 
went record opposing 100 per cent any effort attempt eliminate the 
office elected tax collector,” the article reads. “Need for county organization 
was stressed recently convention the Pennsylvania Association Tax 
Collectors, when was reported that movement under way eliminate 
the office tax collector now set Pennsylvania. ‘Any attempt 
eliminate the present system tax collection must fought and must 
done Harrisburg’ [one spokesman reported saying].” 

The tax collectors acknowledge that some collectors are overpaid and that 
may necessary equalize salaries and other ways provide some sop 
the taxpayer—while resisting any movement which would provide Pennsylvania 
with really efficient system collecting 


275. 

pp. 285-86. 

example, House Bill 2074, 1959 General Assembly, proposes limit the tax 
collectors’ compensation boroughs and second class townships maximum 
This has slight salutary effect considering that about per cent all the tax- 


| 

We 

: 

q 
at 
4 

3 

: 
is 

if 

va 


TAX POLICY 


the other hand, there sound understanding the part impartial 
and knowledgeable citizens that the local elected tax collector has long outlived 
his usefulness instrument government administration. This apparent 
recent editorials which have appeared Pennsylvania newspapers differ- 
ent parts the State. For example, the following appeared the New Castle 
(Lawrence County) News praise the recent published the 
Pennsylvania Department Internal Affairs. 


one the most intelligent analyses the tax collection problem the com- 
monwealth have seen. times deals gently with some the flagrant ineffi- 
ciencies the system, this can understood, for dealing with situation that 
loaded with politics. spite this, the analysis points out, times only indirec- 
tion, the fact that the local tax collection system Pennsylvania archaic, relic 
the horse and buggy days, system that should have been revamped half century 
ago. The fee system for collecting taxes most states went out with the bustles 
and high button shoes. Centralization collection was put into effect with the 
collector salary instead commission. But not Pennsylvania. are still oper- 
ating upon the same system were when celluloid collars were considered the mark 
well dressed man. 


From the opposite side the state, the Doylestown (Bucks County) 
Intelligencer contains the following editorial comments the issue Decem- 
ber 22, 1958: 


early October discussed the efficacy and need eliminating our tax col- 
lectors part extravagant, wasteful and inefficient system and centralizing the 
collection the county treasurer’s office. pointed out that our some tax collec- 
tors Bucks County bank tidy sum for themselves, $300,000 more, fact, repre- 
senting the fees they get for merely transferring tax revenue from the pocket the 
taxpayer the treasurer the county, the municipality the school district. Many 
these collectors “earn” from $10,000 $35,000 annually. couple perhaps better. 
Patently substantial percentage tax money pay for operating our government 
and our schools goes the collector. not difficult understand the astonishing 
savings the taxpayer Bucks County under centralized tax collection system. The 
county itself picks some $2,150,000 revenue. But this only part the total tax 
bite. Boroughs, townships, and school districts put the real pressure. fair estimate 
total taxes paid Bucks Countians for their county, municipal and school opera- 
tions would $15,000,000. Can there any question about the wanton extrava- 
gance, waste and inefficiency different tax collectors with perhaps different and 
personalized systems collecting this money? Can there any question that the total 
collection cost $300,000 Bucks County probably charitable estimate? Can there 
any question that centralized collection would not result amazing savings con- 
sidering the experience many counties many states the nation? 


Pennsylvania’s largest city, the Philadelphia Bulletin added well-considered 
editorial opinion the Sunday Bulletin December 21, 1958: 


ing jurisdictions Pennsylvania are boroughs and second class townships, and these 
over per cent have populations under 5,000. The suggested maximum compensation 
greatly excessive for most these jurisdictions and the proposal again attempts 
side-step the roots the problem—the fee system compensation and the inefficient 
way doing the job. 

Op. cit. 
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Preaching economy government easy. Finding specific ways put economy into 
effect often more difficult than the indignant taxpayer realizes. One such way 
pointed out the current publication the Bureau Municipal Research and Penn- 
sylvania Economy League, non-partisan organization dedicated saving the citizens 
buck any fair means. What the BMR-PEL suggests drastic simplication tax 
collecting among Pennsylvania municipalities; suburban Philadelphia, for example. 
this field economy could easily practiced well preached. All would 
take new laws the next Legislature—laws which would have pushed through 
the certain opposition commission-paid tax collectors and their staffs nourished 
archaic and wasteful system. 


The tax collectors, themselves, substantial measure, recognize the logic 
their opposition. One tax collector, though preferring remain anonymous, 
quoted Bulletin reporter (in the study referred above): “Some day 
enough people will take good hard look the situation—and dead 
ducks.” 

The tax collectors have been “dead ducks” for decades far their use- 
fulness local government administration concerned. However, not enough 
political leaders have had the courage bury the body. the insidious hand 
the tax collector—the handmaiden petty politics—continues divert the 
taxpayers’ monies from its intended purpose—governmental service. 


Can Done? 
What can done correct this? The steps are simple: 


Abolish the fee system This simple, logical, and incontestable; 
also the Achilles’ heel the system. Without the fee system payment which 
conceals the costs, keeps the taxpayers the dark, and hopelessly (in some in- 
stances) confuses the public, the insidious elements the system will deprived 
the financial nourishment which enables withstand the pressures for logical 
and efficient system tax collection. 

Permit the counties and local municipalities collect their taxes according 
system which will most efficient and economical according the type tax 
levied. Specifically: 

Real Estate Taxes. This tax levied all counties, well municipalities 

and school districts within the counties, and based (except for few third class 

cities which are permitted have different assessments) valuations prepared 
the county government. Tax billing and collecting should handled the 
county government for all taxes levied those evaluations. 

Occupations Taxes. This tax still levied many counties and political units 

within the county, even though anachronism and has been abandoned 

many units. The “occupations” assessments are the responsibility county 

office and the billing and collection the tax should logically handled 

county office for all the multiplicity taxing jurisdictions within the county. 

Personal Property Taxes. This tax presently strictly county tax Penn- 

sylvania, primarily self-assessed, with valuations established county 


While this article directed tax collection, the evils the fee system extend 
other offices, particularly the minor judiciary. Second class township secretary-treasurers 
are also state law required paid commission basis—the commission based 
percentage all the money that passes through the township treasury. 
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Until 1947 the law required most counties collect this tax through local tax 
collectors; 1947 this obligation was eliminated. Counties may, and quite prop- 
erly should, collect this tax directly through the county office. 

Other Taxes. All other local taxes are the sole responsibility the local juris- 

diction levying the taxes. Although there confusion few instances caused 

provisions the 1945 Local Tax Collection Law which state that the local 

“Tax Collector” shall collect all taxes, and the 1947 “Tax Anything Law” which 

permits the taxing jurisdiction provide for collection any officials they care 

designate for this purpose, the intent the 1947 Anything Law” should 
continue. 

Abolish the ancient, outmoded, and unnecessary office tax collector. Ob- 
viously, under the type system advocated, and presently followed large measure 
except for the real estate and occupations taxes, there legitimate need for this 
office modern, efficient system local government. Let pass into oblivion along 
with the many other former offices local government which have outlived their 
usefulness. 


CONCLUSION 


this life the case tax collection epithet highly 
descriptive, but connotation also most unfair the Pennsylvanians who like 
think its application their state more worthy things: paradise 
forest and waters; paradise historical interests; paradise for industry; and 
paradise which work and live. There need “fee paradise” 
Pennsylvania; there need “hand” the pocket Pennsylvania citizens, 
businesses, and industries manipulating and diverting from legitimate purposes 
the economic resources Pennsylvania people. These things need not be, but 
they probably will continue until people are sufficiently concerned and sufficient 


political leadership established put the “paradise” Pennsylvania back 
its rightful connotation. 


APPENDIX 


CHRONOLOGY ORGANIZATION 


1834 (P.L. 509) Consolidation tax collection laws for counties and townships. 
County tax collectors appointed annually county commissioners 
(governing board Pennsylvania county government) upon recom- 
mendation locally elected tax assessors; township and “poor” taxes 
(poor relief function local townships and municipalities until 
finally consolidated county level 1937) collected tax col- 
lector appointed annually township supervisors (governing board 
townships) and overseers poor. 

1834 (P.L. 183) First general act with respect creation and government boroughs. 
Council and burgess appoint annually collector borough taxes. 

1874 (P.L. 230) Classification Cities Act; establishes organization third class city 
government; elected treasurer serve also school district treas- 
urer; treasurer collect city taxes; city council and school board 
jointly elect collector delinquent taxes delegate the treasurer 
the power appoint delinquent tax collectors. [There was confusion 
for years whether the school board could appoint its own collec- 
tor school taxes should use the city treasurer—both practices 
were followed.] 
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1885 (P.L. 187) Regulating the collection taxes the several boroughs and town- 


SYSTEM TAX COLLECTION PENNSYLVANIA 


ships; provided for elected tax collectors boroughs and townships, 
the tax collectors serve collectors for all taxing jurisdictions. 
[However, the act repealed only general laws the subject and 
thereby exempted procedures under special laws applicable many 
counties, which exemption continues today with certain beneficial ele- 
ments with respect collection county taxes which discussed 
further the 


1889 (P.L. 104) Created first class township form government; established office 


elected treasurer collect all taxes levied township commissioners 
(governing board first class townships). 


1go1 (P.L. 578) Designates third class city treasurer collector city, poor, and 


school taxes. 


1907 (P.L. 273) Abolished office township tax collector first class townships; re- 


quired taxes levied persons and property first class town- 
ships collected township treasurer; stated intent that taxes 
shall collected first class townships except the treasurer. 


1917 (P.L. 840) General Township Act: provides that tax collector second class 


townships shall collect all taxes levied persons and property 
second class townships; continues existing procedure first class 
townships (1907 P.L. 273, above). 


1935 (P.L. 363) Added county taxes those collected third class city treas- 


urer (see 1901 P.L. 578, above). 


1939 (P.L. 153) Added institution district taxes those collected third class 


city treasurer (recognizing the establishment county institution 
districts for poor relief 1937). 


1945 (P.L.1050) Local Tax Collection Law; consolidates and codifies existing laws; 


currently basic law with respect local tax collection; continued ex- 
isting organizational arrangements. 


1947 (P.L.1145) “Tax Anything permits counties, townships, boroughs, third 


class cities, school districts levy and collect wide variety taxes 
any subjects not taxed the state (with considerable restriction, 
however); permits taxing jurisdiction designate its own collector 
and method collection for Act 481 taxes. 


1947 County personal property taxes; authorizes county commissioners 


county board revision taxes collect personal property taxes 
such manner they may prefer rather than through local tax 
collectors (in six counties large population tax assessment 
function board appointed the county commissioners; the 
remaining counties, except for Philadelphia and Allegheny, tax as- 
sessment function the county commissioners). 


APPENDIX 
CHRONOLOGY COMPENSATING TAX COLLECTORS 


Act April 11, 1799. Tax collectors paid per cent all monies col- 
lected. 

(P.L. 187) Provided for elected tax collectors all boroughs and townships, the 
tax collectors collect the taxes for all taxing jurisdictions; rate commis- 
sion set per cent all taxes collected during discount period and per 
cent thereafter. [It may noted that this act did not repeal any special local 
laws applicable older counties which could continue collect their own 
county taxes, and did not apply tax collection third class cities. The 


ay 
We 
j 
County: 
1799 


1935 


1945 


TAX POLICY 


fees local tax collectors were subjected additional changes subsequent 
legislative acts.] 

(P.L. 363) Provided for county taxes collected city treasurer third 
class cities [though not repealing any previous special acts governing collection 
county taxes few counties]. 

(P.L. 1050) Local Tax Collection Law; tax collector paid commission not 
exceed per cent. 


Second Class Townships: 


1834 


1913 


1917 


1933 


1945 


(P.L. 509) Consolidation tax collection laws for counties and townships; tax 
collector compensated per cent all monies collected. 

(P.L. 187) Tax collectors boroughs and townships paid per cent 
taxes collected during discount period and per cent taxes collected there- 
after, and collect for all taxing jurisdictions levying taxes persons and 
property the borough township. 

(P.L. 284) Amended act 1885 permit authorities taxing jurisdiction 
set commission which could not exceed per cent monies collected. 

(P.L. 840) General Township Act: second class township tax collector 
paid per cent township road taxes collected during discount period; per 
cent thereafter, and per cent all other township taxes collected. Commis- 
sion taxes levied other taxing jurisdictions paid according laws 
applicable such taxing jurisdictions. 

(P.L. 103) Second Class Township Code: tax collector paid per cent 
all taxes collected during discount period; per cent thereafter. 

(P.L. 1050) Local Tax Collection Law: tax collector paid commission 
established each taxing jurisdiction, but not exceed per cent collec- 
tions. 


Boroughs: 


The same laws apply listed above for townships, except that 1939 (P.L. the 
Borough Code was amended exempt occupations taxes from those which the 
borough tax collector’s commission could not exceed per cent. This was repealed 
the 1945 Local Tax Collection Law. 


First Class Townships: 


1899 


1907 


1917 


1931 


1945 


(P.L. 104) First class township form government established; township treas- 
urer tax collector for township taxes; paid sum equal per 
cent all taxes received unless township commissioners established different 
rate. 

(P.L. 273) Township treasurer given responsibility for collecting all taxes levied 
persons and property township; commission set appropriate taxing 
jurisdiction according laws applicable the taxing jurisdiction. 

(P.L. 840) General Township Act: set compensation treasurer per cent 
township taxes collected and per cent all other township monies re- 
ceived subject power township commissioners establish different rate; 
commissions for collecting other than township taxes set appropriate 
taxing jurisdiction according laws affecting such taxing jurisdiction. 

(P.L. 1206) First class township code: continued previous law with respect 
compensation but set limit $10,000 the maximum compensation allow- 
able for collecting township taxes. 

(P.L. 1050) Local Tax Collection Law: continues previous law but adds that 
compensation for collecting county taxes and district taxes may not 
exceed per cent amount collected. Authorizes treasurer paid fixed 
annual salary for collecting township taxes. 
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Third Class Cities: 


(P.L. 230) Organization third class cities; elected treasurer serve col- 
lector current city and school taxes; paid annual salary. 

1901 (P.L. 578) Elected treasurer collector city, poor, and school taxes; com- 
pensation taxing authorities for each tax, but not less than 
per cent taxes paid before penalties were assessed, and per cent 
taxes after penalty period was effect. 

117) Reduced the per cent minimum cited above per cent. 

739) Reduced the per cent minimum cited above per 
cent. 

59) Treasurer paid annual salary which could not exceed maxi- 
mums established for law for various population groups cities varying from 
$3,500 cities under 25,000 population $7,500 for cities over 55,000 pop- 
ulation. Salary cover collection city, poor, and school taxes. Treasurer 
authorized appoint deputies assistants with approval and paid 
amounts set city council and school board. 

1935 363) Added county taxes those which the treasurer must collect within 
his fixed salary, the county commissioners share with city council and school 
board the setting the salary the treasurer and the number and compensa- 
tion assistants. 

153) Added institution district taxes above taxes collected 
treasurer (recognizing the establishment county institution districts 1937). 

1957 893) Eliminates restrictions salary paid city treasurer—provides 
that salary may established (without limit) taxing authorities. 


School Districts: 


Without listing chronological data, the laws school taxes may summarized 
saying that unless otherwise provided (such the limits established other law 
commissions tax collectors), boards school directors can establish the com- 
mission compensation paid the tax collector for collecting school taxes. is, 
therefore, and has been possible for the school boards pay fixed annual com- 
pensation for tax collection though has been traditional, with some exceptions, for 
the school boards pay the collector commission basis. 


Literature the fee system tax collection other states very sparse. 
shall welcome comments from readers concerning the extent this prac- 
tice other states, well references articles the subject. 
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TANGIBLES TAXES DISCUSSED 


The executive director the Tax Institute has been pleased co- 
operate with the National Tax Association Program Committee ac- 
cepting their invitation plan and conduct session personal 
property taxation their forthcoming National Tax Conference. 


The following program, which will probably interest number 
Tax Institute members, has been arranged for this session. 


IMPACT TANGIBLES TAXATION BUSINESS AND INDUSTRY 
Monday evening, October 26, 1959 


Presiding: WALKER, Executive Director, Tax Institute, Inc. 


The Burden Compliance with Tangibles Taxation 
Frank Manager, Tax and Insurance Department, The 
Goodyear Tire and Rubber Company 


The Differential Impact Inventory Taxation 
Rivisto, Washington State Department Commerce and 
Economic Development 


Exemption Business Tangibles: Survey Current Practices and 
Evaluation Their Effect Industry 
Morris Associate Professor Economics, Newark College 
Arts and Sciences, Rutgers University 


Discussants: 
Vice President, McKesson Robbins 


Assistant Dean, College Commerce and 
Administration, The Ohio State University 


WILLIAM MILLER, Attorney, Princeton, 


The National Tax Conference will held the Rice Hotel, Houston, 
Texas, October 25-29. Many stimulating sessions have been planned. 
Persons interested attending can obtain program from Walter 
Kress, Executive Director, National Tax Association, 905 Payne-Shoe- 
maker Building, Harrisburg, Pennsylvania; Alvin Burger, Executive 
Director, Texas Research League, Drawer Capitol Station, Austin, 
Texas. Mr. Burger chairman the National Tax Conference Program 
Committee. 
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